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price paid by the Railway Board subsequently proved to be
appreciably higher than the market prices.1 As each ton of steel
required four tons of coal, and since the price of coal under
the ill-judged contract was automatically to increase in each
succeeding year by 12 annas a ton, the works costs of finished
steel would also go on rising as long as the contract lasted. It
was, therefore, clear that so far as the old plant was concerned,
the works costs could not be brought appreciably below Rs.
130 a ton (the figure for 1922-23), because the old plant having
reached its maximum output for some years past had little
scope for further economies. On the other hand, although
considerable economies were expected in the long run out of the
operation of the much larger new plant, those economies could
not be appreciable in the two or three years immediately
following, because the plant involved an altogether new and
untried process (i.e. the Duplex process) in India. In other
words, so far as a general consideration of the available data
showed, the likelihood of the works costs rising was much
greater than that of their falling. Faced with the somewhat
paradoxical situation that the costs of production in 1924-25
to 1926-27 might be higher rather than lower than those of
1921-22, the Board took the almost desperate step of deciding
that the fair selling price of steel during the period of protection
could not be taken at a higher figure than that of 1921-22,
i.e. Rs. 180 a ton.2
Having in this somewhat arbitrary fashion fixed the selling
price that should in fairness be guaranteed to the Indian steel
manufacturer, the Board proceeded to justify that price by
examining the effects of the price in relation to (a) the manu-
facturers' profit, (b) the overhead charges and (c) the works
costs, during the successive years of protection.
1 Evidence of the Chief Mining Engineer, Railway Board, before the
Tariff Board, during the enquiry into the Steel Industry (1924), Minutes of
Evidence, Vol. Ill, pp. 291 et seq.
1 Report of the Tariff Board regarding the grant of protection to the Steel
Industry (1924), p. 52.